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METHODICAL APPROACHES TO ASSESS INNOVATION PROJECTS 
 
Innovative activity as one of the forms of investment activity is carried 
out in order to implement scientific and technological progress in 
production and social sphere, which includes: the issue and distribution of 
fundamentally new types of technology and technology; progressive 
intersectoral structural shifts; realization of long-term scientific and 
technical programs with high pay-back periods; financing of basic research 
for the implementation of qualitative changes in the state of productive 
forces; development and implementation of new resource-saving 
technology, designed to improve the social and environmental status. 
The problem of evaluating the effectiveness of innovative solutions 
has always been and is at the center of attention of economists and 
practitioners of different levels and ranks. Recently, a large number of 
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scientific works devoted to this problem have been published, a wide 
variety of variants of methodical guidelines and recommendations in the 
field of economic substantiation of capital investments in various 
investment objects designed for different levels of application - national, 
sectoral and territorial - have been developed. 
A number of scholars point out that "... the problem of evaluating the 
effectiveness of capital investments (investments) arises before a potential 
investor, i.e. the economic entity at the disposal of which is the capital 
resources, the investment of which may bring some promise to their owner. 
The benefit can be defined as the degree to which the goals of the investor 
are determined by his needs". 
The implementation of any innovative project in a market economy 
must precede the solution of two interrelated methodological tasks: 
a) evaluating the profitability of each of the possible options for the 
project; 
b) comparison of variants and selection of the best of them. 
An assessment of the effectiveness of any innovative project is based 
on the following methodological principles: 
1. The combination of scientific and technological analysis with 
social, commercial, financial and economic. 
2. Comparison of costs and results of innovation activity, taking into 
account changes in the value of money in time. 
3. Accounting for the risks associated with the implementation of the 
project. 
The effectiveness of an innovation project is characterized by a system 
of economic indicators that reflect the ratio of project-related costs and 
outputs, and allow us to judge the economic attractiveness of the project 
for its participants, about the economic benefits of some projects over 
others.  
Classification of indicators of efficiency of innovative projects is given 
in the Table 1. 
 
Table 1 - Criteria and methods for assessing the financial and economic 
efficiency of investments 
Methods and criteria Statistical Dynamic 
Absolute Total income (profit) 
Average annual income (profit) Net present value (NPV) 
Relative Return on investment (ROI) Annual equivalent (annuity) 
Temporary Return period (payback period) of the project (PP) 
 
Statistical methods for assessing economic efficiency, according to, 
are mainly used for application at the early stages of the examination of 
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innovative projects, as well as for projects with a relatively short investment 
period. Total profit is defined as the difference between the cumulative cost 
results and costs caused by the implementation of the project. And the 
average annual profit is a calculated indicator that determines the average 
value of the annual net profit of the project. In general, when studying the 
economic viability of a project using their profitability indicators, a break-
even point analysis analysis method is used, which consists in determining 
such a critical sales volume at which revenue from product sales becomes 
equal to gross costs. 
Return on investment (ROI - Return on Investments) makes it 
possible to establish not only the fact of the project’s profitability, but also 
to assess the degree of this profitability, and is defined as the ratio of the 
annual profit to the investments made in the project. 
The investment payback period (PP - Payback Period) defines the 
period from the moment the project starts to be invested until the moment 
when the net income from its implementation, calculated on a cumulative 
total, fully pays for (compensates) the initial investments in the project. 
In assessing the financial and economic efficiency of innovative 
projects, discounting methods are applied using dynamic indicators, taking 
into account that the value of any monetary unit at the current time is 
always higher than its value in the future. This is Net Present Value (NPV - 
Net Present Value) - the method is based on determining net present value 
acting as an indicator of the integral economic effect - calculated as the 
difference between the discounted cash flows of receipts and payments 
made in the course of the project for the entire investment period. The 
present value method can also be used to estimate the value of certain 
types of licenses and securities, which are characterized by annuity 
payments, i.e. constant in value and regularly made cash payments. 
Profitability Index (PI - Profitability Index) is a relative indicator 
characterizing the ratio of discounted cash flows and the value of the initial 
investment in the project. The method of profitability is used to determine 
the indicator of the internal profitability of the project (IRR - Internal Rate 
of Return), i.e. such a discount rate at which the discounted value of cash 
receipts for the project is equal to the discounted value of payments. 
And finally, the discounted payback period (DPP - Discounted 
Payback Period) - in this case, cash flows discounted by WACC (weighted 
average cost of capital) are taken into account. Thus, the moment is 
determined when the discounted cash flow of income equals the discounted 
cash flow of costs. 
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